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AMCONSUL DHAHRAN 

CONFIDENTIAL ABU DHABI 288 

CORRECTED COPY (ADDING EO, TAGS, SUBJECT) 

EO 11652: GDS 
TAGS: EFIN, TC, BA, QA 

SUBJECT: REALIGNMENT AND REVALUATION OF GULF CURRENCIES 
REF: (A) ABU DHABI 215, (B) ABU DHABI 225, (C) MANAMA 225 

1 . ON FEB 1, 1 HAD OPPORTUNITY MEET WITH 

UAE CURRENCY BOARD DIRECTOR, ABD AL MALIK AL HAMAR, 
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WHO GAVE ME SOME ADDITIONAL INFORMATION ON REASONS 
FOR REALIGNMENT OF UAE DIRHAM WITH BAHRAINI DINAR 
AND QATARI RIYAL AND ITS MINOR REVALUATION WITH WITH 
DOLLAR. 

2. AL HAMAR STATED THAT SMALL REVALUATION HAD 
NOT BEEN TAKEN BECAUSE OF DOLLAR’S WEAKNESS VIS 
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A VIS CERTAIN OTHER CURRENCIES BUT FOR PARITY 
REASONS, TO BRING GULF CARRENCIES INTO LINE AND 
TO STOP ABUSES BY MONEY EXCHANGERS. HE CON 
FIRMED THAT ACTION HAD BEEN TAKEN AT UAE BEHEST, 

WITH COOPERATION OF BAHRAINI AND QATARI CUR- 
RENCY BOARDS, TO STOP ARBITRAGE BY GULF MONEY EX- 
CHANGERS, "PARTICULARLY THOSE IN DUBAI", WHO HAD 
TAKEN ADVANTAGE OF DIFFERENCE IN DOLLAR RATES OF 
THREE GULF CURRENCIES EVEN THOUGH THEY TRADED AMONG 
THEMSELVES AT PARITY OF ONE DIRHAM EQUAL ONE QATARI RIYAL OR 
ONE TENTY BAHRAINI DINAR. MONEY CHANGERS WOULD 
FOR EXAMPLE BUY BAHRAINI DINARS FOR DOLLARS, THEN 
SELL THE DINARS TO UAE BANKS AND RECEIVE DIRHAMS, 

THEN EXCHANGE THE DIRHAMS BACK INTO DOLLARS BUT AT A 
PROFIT. (BANK SOURCE HAS TOLD US THAT ON EACH $100,000 TURN- 
OVER, PROFIT ON EXCHANGE RATE DIFFERENCE WAS ABOUT 
$500.) 

3. ACCORDING TO AL HAMAR, TIDY PROFIT GAINED 

BY MONEY EXCHANGERS HAD COST UAE CURRENCY BOARD 
AT LEAST 50 MILLION DIRHAMS ($12.5MILLION) A 
MONTH IN FOREIGN EXCHANGE OVER PAST SIX MONTHS. 

REVALUING THREE GULF CURRENCIES DIFFERENTLY 
IN TERMS OF DOLLAR. HAD ELIMINATED MARGINS WHICH 
MONEY CHANGERS COULD TAKE ADVANTAGE OF. 
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4. ASKED IF THIS REALIGNMENT WOULD NOW PERMIT 

GULF STATES TO MOVE AGAIN ON GULF DINAR AND WHETHER 
THIS WOULD BE SUBJECT DISCUSSION FEB 15 MEETING OF 
GULF CURRENCY BOARD DIRECTORS IN ABU DHABI, AL 
HAMAR SAID THAT ISSUE OF GULF DINAR WAS STILL 
PENDING. WHILE IT MIGHT BE DISCUSSED AT ABU DHABI, 

HE DID NOT SEE ANY ACTION SOON IN CREATING GULF 
DINAR. ABU DHABI MEETING WAS PERIODIC ONE AMONG 
HEADS OF ARAB GULF CENTRAL BANKS. SAUDIS HAD BEEN 
INVITED SEND AN OBSERVER BUT HAD NOT YET RESPONDED. 

5. AL HAMAR ALSO SAID THAT UAE CURRENCY BOARD HAD 
NOT YET DECIDED WHETHER TO FOLLOW QATAR AND BAHRAIN'S 
EXAMPLE OF TYING THEIR CURRENCIES TO THE SDR. HE 

SAID MATTER WAS BEING STUDIES BUT DID NOT INDICATE 
THAT UAE WOULD ACT ON THIS SOON. 

DICKMAN 
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